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ABSTRACT
An Empirical Investigation of Antecedents and Consequences of 
Loyaltv for Local Casino Customers
by
Junjian Sui
Dr. Seyhmus Baloglu, Examination Committee Chair 
Professor o f  Marketing 
University o f Nevada, Las Vegas
The primary purpose o f  this exploratory study was to examine the antecedents and 
consequences of loyalty relationship in the gaming industry. Building upon a conceptual 
framework o f loyalty, this study proposed and tested a reduced model to investigate the 
relationship between the loyal behavior and its three antecedents: confidence, emotion, 
and switching cost. This study also looked at the variation o f  customer’ spending across 
service lines relative to customer loyalty. Data were collected from 250 local casino 
customers who are members o f a frequent player program in Las Vegas, Nevada.
Multiple regression analysis and t test were employed to analyze the data.
This study foimd that emotion and switching cost positively influence gaming 
loyal behavior. It was also found that the high loyalty customers spent more than low 
loyalty customers on other revenue centers such as buffet, Italian Restaurant, coffee shop 
and special events. Results indicated that casino management should increase the 
customer emotional attachment and switching cost to develop customer loyalty.
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CHAPTER 1
INTRODUCTION
Project Significance 
Competitive conditions o f the gaming industry in Las Vegas are becoming more 
intensified because o f  two new situations. The first situation is in-town competition. With 
the recently opened themed mega-resorts such as Bellagio, Mandalay Bay, Venetian and 
Paris, thousands o f hotel rooms and gaming facilities have been added to an already 
highly competitive market. The older properties, which lack the theme image, or whose 
facilities are not as attractive as these newly opened casinos, are facing more and more 
pressure to keep their business at a profitable level. Some properties, like the Continental 
Casino, could not survive with this competition.
The second new situation is out-of-town competition. The fast expansion o f the 
gaming industry throughout the United States also affects Las Vegas, which is known as 
the Capital o f Gaming. The days when gaming centered on Las Vegas are long gone. By 
now, because o f the wider acceptance o f casino gaming among American adults 
(Harrah’s Survey o f  U.S. Casino Entertainment, 1995), some kind o f gambling is 
legalized in all states except Utah and Hawaii. New casinos are being built everywhere 
within the United States. One research (Smith, 1993) estimated that by the year 2000, 95 
percent o f all American households will be located within a 200-miles radius o f  a casino.
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These casinos are attracting millions o f  gamblers every year. One result o f  this 
trend is that the gaming revenue of Las Vegas is becoming a smaller part o f the total 
national gaming revenue. In 1995, Las Vegas achieved 45.5% o f  the total US gaming 
wins. This number dropped to 43.1% in 1996, and 41.9% in 1997. By 1998, this number 
was down to 40.5% [Las Vegas Convention and Visitors Authority (LVCVA), 
1995,1996,1997,1998]. The other result o f  this trend is that casino customers are less 
likely to gamble in Las Vegas gaming properties with the impact o f  casinos outside o f 
Las Vegas. Studies by LVCVA showed that visitors who are more likely to gamble in 
Las Vegas decreased from 27% in 1997 to 13% in 1998 (1997, 1998). It seems apparent 
that Las Vegas has lost its status as a unique casino gaming facilities provider. People’s 
curiosity about casino gaming can be satisfied in many other places rather than Las 
Vegas. Undoubtedly, it is time for all casino operators in Las Vegas to think about how to 
improve their facilities and services to motivate customers to repeat gambling in Las 
Vegas. Because 75% o f all visitors to Las Vegas are repeat visitors (LVCVA, 1998), it is 
extremely crucial for Las Vegas casinos to retain these customers.
Retaining current customers is always the primary concern for any business 
operator and marketer. Service business operators have created a lot o f  marketing tactics 
to do so. For example, airline companies created frequent-flyer programs to motivate the 
frequent usage o f  airline service. Hotel chains also have similar ffequent-stayer programs 
to retain their current customers. Even casinos have club member program to motivate 
more gambling by providing cash back, complimentary food, or hotel rooms to gamblers 
who have spent a specific amount o f money on gambling. However, all o f  these programs 
are mainly transaction-oriented. Little attention was paid to understand the reasons
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
behind the gambling behavior. So it is impossible to provide marketers with hints to 
create new marketing strategies.
Recent developments in information technology offered new opportunities for 
creating individual relationships between a service provider and each o f  its customers. 
Following with these new developments, a new marketing strategy called relationship 
marketing or database marketing is created to build and maintain a long-term 
relationship—a loyal relationship between products or services providers and their 
customers. Based on the understanding o f  the consumer decision making process, this 
strategy is increasingly recognized by American businesses and researchers as a path to 
long-term business profitability.
Loyal customers can generate many benefits for the companies they are loyal to. 
The first benefit is reducing costs. Some business analysts suggest that the cost o f  
recruiting a new customer is five times more than the cost o f  retaining an existing 
customer (Barsky, 1994). Peppers and Rogers (1993) listed five kinds o f  costs that a 
business company can save by maintaining continuing customers; costs o f  advertising to 
entice new customers; costs o f  personal selling pitch to new prospects; costs o f  setting up 
new accounts; costs o f  explaining business procedures to new clients; and costs o f  
inefficient dealings during the customer's leaming process. Cutting costs is one o f  the 
most efficient ways to compete with competitors in today’s market. Thus, maintaining 
loyal customers becomes the key factor for the success o f a company.
The second benefit generated by loyal customers is creating profits. Reichheld 
(1996) pointed out that on average, the CEOs o f U.S. corporations lose half their 
customers every five years. In some industries, reducing customer defections by as little
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as five points—from, say, 15% to 10% per year— can double profits. Other research has 
found that loyal customers are more likely to return to the visited hotel than non-loyal 
customers are. They are also more likely to spread positive word-of-mouth (Bowen and 
Shoemaker, 1998). In addition, loyal customers are less price-sensitive, which means 
that companies do not need to reduce the price to keep their current customers. Reichheld 
and Sasser (1990) claimed that price premiums are a benefit o f  loyalty, and companies 
can boost profits by almost 100% by retaining just 5% more o f their customers.
The third benefit generated by loyal customers is competitive advantage. Because 
economic and physical differences among service products are becoming less and less 
visible, psychological attributes are becoming more important to attract and retain service 
customers. A loyalty relationship between a company and its customers, in which 
psychological attributes play an essential role, becomes an important competitive tool for 
any service provider. Researchers have pointed out that loyal customers are less sensitive 
to price offers from competing hotels (Bowen and Shoemaker, 1998). The loyal 
customers’ high level o f  resistance to counter persuasion is highly valuable for service 
companies.
Casinos, as special entertainment providers, can also benefit from loyal 
customers. However, casinos need to know specifically the antecedents and 
consequences o f loyal relationships, and what factors attribute to the development o f 
loyal relationships in gaming industry. In other words, what constitutes loyalty, and how 
to develop loyalty, need to be explored first for casinos to increase benefits from loyal 
customers.
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Purpose and Objective 
Although the loyalty concept is extensively studied for a wide variety o f  product 
classes, little research exists about loyalty towards casinos. The purpose o f  this study is to 
examine the selected attitudinal antecedents and behavioral consequences o f loyalty 
(proportion o f visits) towards casinos. More specifically, this study attempts to answer 
the following questions.
1. Do confidence, emotional attachment, and switching cost influence loyalty 
towards casinos?
2. What are the relative effects o f  confidence, emotional attachment, and 
switching cost on loyalty towards casinos.
3. How does loyalty level influence customer’ spending on casino services other 
than gaming?
Research Hypotheses 
This research will test the following hypotheses:
HI Confidence positively influences loyal gaming behavior.
Hi Emotion positively influences loyal gaming behavior.
Hj Switching cost positively influence loyal gaming behavior.
Hi High loyal casino customers spend more than low loyal casino customers on other 
revenue centers.
Because eight revenue centers except casino will be studied in this research, the forth 
hypothesis is expanded as below:
H4a High loyal customers spend more on the buffet than low loyal customers.
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Hjb High loyal customers spend more on the Italian Restaurant than low loyal customers. 
H4c High loyal customers spend more on the Mexican Restaurant than low loyal
customers.
H4J High loyal customers spend more on Steak Restaurant than low loyal customers.
H4C High loyal customers spend more on Gift Shops than low loyal customers.
H4 f High loyal customers spend more on Coffee Shops than low loyal customers.
H4 g High loyal customers spend more on Special Events than low loyal customers.
H4 h High loyal customers spend more on Movie Theaters than low loyal customers.
Delimitations o f the Study 
This study is limited to local customers o f the Las Vegas metropolitan area. The 
casino properties studied in this research are the multiple properties o f  a company who 
targets local customers (Company X). Properties on the strip, down town, just-off strip 
area. Las Vegas outlying area, and other properties on the Boulder strip are not included 
in this study. Resident gamblers in the Las Vegas metropolitan area are studied. Out-of­
city visitors are not included in this study though they are the main drive o f  the fast 
development o f  the Las Vegas metropolitan area.
Local customers are selected as the target segment because they are less 
influenced than tourists by external factors. For example, nearly 85% o f  tourists booked 
their accommodations through travel agents and nearly half o f  them were influenced by 
the travel agents on where to stay during their visit to Las Vegas (LVCVA, 1998). Under 
the influence o f travel agents, it is difficult, if  not impossible to develop loyalty 
relationships with these customers. On the contrary, local gamblers usually decide on the
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casino they will gamble based on their own experience and personal characteristics. This 
makes it possible for casinos to have direct contact with customers and develop long-term 
relationships with them. Because this research is an exploratory study, focusing on local 
gamblers may lead to a more reliable result on how to develop loyal relationships.
Company X target local gamblers. Their market improvement effort, such as the 
frequently mailed restaurant coupons to every household in town, and frequent local 
newspaper advertisements, mainly focus on local customers. So studying customers in 
Company X should provide the gaming industry with better directions on how to develop 
loyalty relationships with casino customers.
Brand name and brand name loyalty is not be tested in this study because the 
study focuses on a specific market segment in order to get some insight for a specific 
segment o f  the gaming industry. Nonetheless, findings could logically be extended to 
other markets.
Definition o f Terms
Local Custom er: Traditionally, a local customer in Las Vegas means a resident o f  
Clark County, Nevada. In this research, local customer refers to the residents o f  Las 
Vegas metropolitan area, which is shown on Page 23 o f the Las Vegas July 1999 White 
Pages. A copy o f  the Las Vegas metropolitan area is available in Appendix A.
Local Casino: The casinos in Las Vegas that target local customers are considered 
local casinos in this study. These casinos include, but are not limited to the following 
casinos: Wild West Gambling Hall, Sam’s Town, Silverton, Boulder Station, Palace 
Station, Sunset Station, Texas Station, and some casinos in Downtown Las Vegas.
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8Casino Customer: Interchangeably used to describe the gamblers. Customers that 
visit casinos for other product usage (buffet, casino shop, show, or movie) rather than 
participating in gambling are not considered casino customers in this study.
Companv X : Well-known local casinos in Las Vegas such as Casino A, Casino B, 
Casino C. and Casino D,. All of these properties are owned and managed by Company X, 
Inc.. a publicly traded, multi-jurisdictional gaming company headquartered in Las Vegas, 
Nevada.
Confidence: confidence reflects one’s conviction in their belief. It indicates the 
level of certainty associated with an attitude.
Emotion: An emotion is a valenced affective reaction to perceptions o f  situations. 
It is a specific example o f feeling states. It is induced by pleasant or unpleasant 
experience—pleasing music, noise, a beautiful scene, something positive or negative 
happening to a person—or by recall o f positive or negative experience from memory.
Switching Cost: Switching cost is the one-time cost facing the buyer for swi 
tching from one supplier’s product to another. Also called transaction-specific 
assets/investments, switching cost includes both hard assets (physical or tangible 
investments) such as money and soft assets (psychological or social investments) such as 
time, inconvenience, frustration (when facing a new service provider, or new service 
process), risk, or uncertainty.
Proportion o f  Visits: Proportion o f  visits is used in this study as the measure o f 
loyal behavior. It is calculated by dividing the number o f  visits to a particular property o f 
Company X in Las Vegas by the total number o f visits to casinos in Las Vegas.
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Organization o f  This Study 
This study focuses on the loyalty development with casino customers. In an 
environment where business success depends on the repeat customers, it is financially 
prudent to determine how to develop loyal relationship with customers. The casinos able 
to solicit and utilize this information will discover the need to change or improve their 
marketing and operating strategies to meet the demands o f  an ever-changing industry to 
remain competitive.
Chapter One delineated the significance and purposes o f  this study. It presented 
the objectives and delimitations o f  the study. A review o f  the literature is presented in 
Chapter 2. It will discuss the theory o f loyalty, and define the antecedents and 
consequences o f a loyalty relationship. Chapter 3 addresses the methodology used in this 
research. It describes the survey instrument used in this study, as well as how data will be 
analyzed. Chapter 4 offers data results and analysis. It will test the four hypotheses 
presented in this research. Chapter 5 summarizes this research, indicates the implication 
o f the results for the gaming industry, and points out the areas for future research.
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CHAPTER 2 
LITERATURE REVIEW 
Introduction
This chapter will review literature on loyalty and loyalty development. Because 
there is little research in this field, the literature review will m ainly concentrate on loyalty 
research in other fields such as packaged goods loyalty (brand loyalty), service loyalty 
(including hotel/lodging loyalty), industrial goods loyalty (vendor loyalty), and retail 
establishment loyalty (store loyalty). These studies provided a deep insight into loyalty 
development theory and gave plenty o f  general information on loyalty development, 
which this study o f casino customer loyalty can derive fi-om.
This chapter is divided into two sections; (a) Loyalty: conceptual framework. This 
section will interview the theoretical work done by previous researches. A complete 
definition o f loyalty is finally generated based on this interview. The difference between 
customer satisfaction and customer loyalty, and customer’s motivations to be loyal are 
also discussed in this section. Conclusions about loyalty will be drawn from both 
empirical and conceptual studies. The emphasis is not on the current implementation o f  
loyalty, but rather upon fully understanding the loyalty relationship, (b) Model 
development. A conceptual framework and a test model were created in this section.
10
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Every variable o f  the test model, and its impact on gambling behavior will be 
discussed individually.
Loyalty: Conceptual Framework 
The topic o f  loyalty has intrigued investigators for at least half a century. As early 
as 1944, Guest (1944) conducted a study to measure a household’s loyalty to given 
commercial brands. Since then, more research has been done by both academic 
researchers and business operators because o f the increasing competition and maturity 
conditions in many markets. For example, a literature view by Jacoby and Chesmut 
(1978) showed that more than 300 articles have been published in the reinforcement and 
brand loyalty literature. However, though customer loyalty research has undergone 
much evolution, researchers still caimot reach a consistent definition and understanding 
on this topic. Generally speaking, there are three approaches to understanding customer 
loyalty in the literature.
Behavioral Approach 
Also called operational approach, this approach defines loyalty based on 
customers’ observed purchase behaviors toward a specific product or service. It is the 
most widely used method to understand customer loyalty, and the most-frequently used 
approach on which model development in brand loyalty over the last decade is based 
(Mellens et al., 1996).
Some researchers have employed the Stochastic Modeling approach to examine 
brand loyalty. For example, Kuehn (1962) thought o f  brand loyalty as a function o f  a
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
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consumer’s history with a product. In his opinion, brand loyalty is a random event. A 
similar thought by Lipstein (1959) defined brand loyalty as a function o f the probability 
o f repurchasing the same product, and also o f  the average staying time with a particular 
brand. Other research conducted by Massy, Montgomery and Morrison (1970) defined 
brand loyalty in terms o f  conditional probabilities. Their Brand-Loyal Model states that 
an individual with a high probability o f remaining with brand 1 would also have a higher 
probability o f leaving brand 0 to buy brand I than an individual with a low probability o f 
remaining with brand 1. Jeuland (1979) also used a Stochastic Modeling framework to 
define brand loyalty. He defined loyalty toward a given brand as the long-term choice 
probability, or the limit o f  the ratio o f purchases o f  a brand to total purchases o f  the 
product class.
Some researchers employed the Sequence-of-Purchase approach to define and 
measure loyalty. For example, Cunningham (1956) defined brand loyalty in terms o f  
percentage or proportion o f purchases devoted to one or more brands. It was directed to 
the analysis o f brand loyalty as revealed by detailed records o f past purchases. Some 
researchers (e.g.. Brown, 1952) employed a definition phrased in terms o f purchase 
sequences, which require three or four consecutive purchases o f  the same brand as the 
criteria o f loyalty. Other researchers (e.g., Farley, 1964) used the number o f different 
brands bought during a given period as an indication o f  brand loyalty.
A group o f  researchers used Synthesis Approach to define and measure loyalty. 
Sheth (1968) employed a Factor-Analytic definition. This method defines loyal with 
Sheth Factor Scores, which are proportion-of-purchase measures weighted by the 
sequence in which the brand was obtained. Scores are generated from principal-
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component reduction o f  a matrix in which each vector is a sequence o f  brand purchases 
(an entry o f  1 standing for the purchase o f  a given brand and an entry o f 0 standing for 
the purchase o f  another brand). Massy, Frank, and Lodahl (1968) use a similar approach 
to define loyalty, which combines proportion-of-purchase with average length o f brand 
run.
The main benefit o f behavioral definitions comes from the facts that: (1) the 
behavioral data refer to what consumers actually do, and therefore should, at the very 
least, be used as a benchmark or test o f  convergent validity to any other measure 
(Colombo and Morrison, 1989); and (2) Behavioral measures are easier and less costly to 
collect than attitudinal data, a consideration especially relevant when studying the 
evolution o f  brand loyalty over an extended period o f  time (Dekimpe et al., 1997).
However, as pointed out, while operational definitions may be sufficient for 
specifying how to measure brand loyalty, and may, under certain conditions, enable one 
to make reasonably good predictions regarding future buying behavior, they are quite 
arbitrary and provide nothing more than a surface understanding (Jacoby and Kyner,
1973). Loyalty measures based on overt behavioral data suffer from concentrating on the 
outcome o f  rather than the reasons for, overt purchase behavior (Engel et al., 1968). So 
the main shortcoming o f  behavioral definitions is that they provide neither explanation, 
nor indication o f “why” consumers repeat their purchase behavior over time. It lacks a 
conceptual basis and captures only the static outcome o f  a dynamic process. If  loyalty is 
more than simple repeat purchasing behavior, other variables must be considered when 
defining customer loyalty.
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Attitudinal Approach
Also called conceptual approach, it focuses on the underlying evaluative and 
cognitive processes when interpreting a given purchasing decision as evidence o f  loyalty. 
Day ( 1969) argued that to be truly brand loyal, the consumer has to also hold a favorable 
attitude toward the brand. And in their comprehensive review, Jacoby and Chestnut 
defined brand loyalty as “a function o f  psychological (i.e. decision making, evaluative) 
processes exhibited over time”(1978).
Generally speaking, there are three approaches to define loyal from the 
perspective o f attitude.
Some researchers define loyalty based on the attitudinal preference. Guest (1955) 
pointed out that loyalty is said to exist if  a  similarity or constancy in favorable attitude 
toward brands can be found over a period o f  several years. Monroe and Guiltinan (1975) 
decide the degrees o f  loyalty based on responses to the following seven-point rating scale 
item: “ I make my purchase selection according to my favorite brand name, regardless of 
price.”
Some researchers define loyalty using the range o f rejection and acceptance. 
Jacoby and Olson (1970) claimed that if  brands are scaled along a continuum o f  brand 
preference, they divide themselves into general regions o f acceptance, neutrality, and 
rejection. The greater the distance between accepted and rejected brands, the greater the 
degree of attitudinal brand loyalty. Another study concluded that brand loyalty equals to 
R/A( 1.0 -  NC), where R, A, and NC stand for the percentage of total brands foimd in the 
rejection, acceptance, and noncommitment regions, respectively (Bennett and Kassaijian, 
1972).
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Other researchers employ the Commitment and Trust Theory to  understand 
loyalty. Bowen and Shoemaker ( 1998) defined consumer loyalty from a psychological 
perspective. In their definition, loyalty is a relationship built on trust and commitment 
between the buyer and seller. Another similar definition assumes loyalty is the 
consequence of a decided choice process among competing brands—an overt response of 
commitment driven by the consumer acting as a rational being in the optimization of 
choice alternatives (Fournier and Yao, 1997).
The significance o f attitudinal approach to define loyalty com es from its effort to 
explain the reason customers retain the relationship over time. It answers the question of 
“why”, and thus gives marketers hints for which the marketing m ethod should be chosen 
to improve business. Contrary to the behavioral approach, this definition is based on 
subjective measures and runs the risk o f mistaking high attitude but low  purchase 
customers as loyal customers. For example, a customer that holds a favorable attitude 
toward a brand but does not purchase it over multiple occasions because o f comparable or 
greater attitudinal extremity toward other brands, is not a loyal customer. It is obvious 
that defining loyalty regardless o f  behavioral measures is inadequate for understanding 
loyalty.
Composite Approach
The approach that combines both behavioral and attitudinal factors is called the 
composite approach. It determines the levels o f loyalty through incorporating attitudinal 
measures o f loyalty with consumer preferences and dispositions tow ard products and 
services. A large group o f researchers use this approach to define loyalty (Day, 1969;
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Lutz and Winn, 1974; Newman and Werbel, 1973; Towle and Martin, 1976; Bellenger, 
Steinberg, and Stanton, 1976; and Snyder, 1984).
In this field, two bodies o f  research have attracted the attention o f the author. One 
was done by Jacoby in 1971. His definition o f loyalty is expressed by a set o f  six 
necessary and collectively sufficient conditions. These are that brand loyalty is (1 ) the 
biased (i.e., nonrandom), (2) behavioral response (i.e., purchase), (3) expressed over time, 
(4) by some decision-making unit, (5) with respect to one or more alternative brands out 
o f  a set o f  such brands, and (6) is a function o f psychological (decision-making, 
evaluative) process (1971). This definition distinguished thoughtless habits from felt 
loyalties, random purchases from purposive repertoires, and indicates that psychological 
factors may be the causes o f  loyalty by pointing out loyalty is a function o f psychological 
process.
The other was done by Dick and Basu in 1994. They developed a framework for 
customer loyalty that combined both attitudinal and behavioral measures. They propose 
that loyalty is determined by a combination o f repeat purchase levels and relative attitude. 
A high relative attitude contributes significantly toward long-term maintenance o f 
loyalty. The authors also defined a few attitudinal antecedents o f  loyalty. In this study, 
relative attitude is determined by attitude strength and attitudinal differentiation. Figure 1 
illustrates the loyalty conditions proposed by them.
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Adapted from Dick and Basu (1994)
Figure 1 Relative Attitude-Behavior Relationship: Four Conditions o f Lovaltv
These two bodies o f  research emphasized the impact o f  attitudinal factors on 
understanding customer loyalty. This approach overcomes the shortcomings o f both 
behavioral and attitudinal approaches, which increases its predictive ability. Viewing 
loyalty as an attitude-behavior relationship allows investigation o f  the phenomenon from 
a causal perspective leading to identification o f  antecedents that either facilitate or 
attenuate consistency, and o f the consequences that follow from the relationship (Dick 
and Basu, 1994).
In the opinion o f  the author, loyalty is the customers’ over time consistent 
purchase behaviors based on attitudinal evaluation. The relationship between attitudinal 
and behavioral factors with loyalty is causative, which means that attitudinal factors are 
the antecedents o f repeat behavior. This indicates that loyalty does not equal to the sum 
o f attitude and behavior. Loyalty is the repeat behavior caused by the attitude. This study 
will follow this definition.
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Customer's Motivation to be Loyal 
Customers may maintain relationships either because o f  constraints (they “have 
to " stay in the relationship) or because o f dedication (they “want” to stay in the 
relationship) (Bendapudi and Berry, 1997). This indicates that there are two different 
motivations to drive customers to maintain a loyal relationship.
The first type o f motivation is from external factors. Economic, social, or other 
environmental factors may motivate customers to stay in the built relationship with a 
particular service provider even though they do not want to do so anymore. These factors 
are called constraints. The strength o f  these constraints is determined by the customers’ 
dependence on the relationship partner. It has been claimed that dependence is a critical 
foundation for the stability o f  relationships (Skinner and Gassenheimer, 1992). But what 
accounts for a customer’s dependence on a relationship partner? Thibaut and Kelley 
( 1959) pointed out that Party A s dependence on a partner is a function o f  whether A 
believes the outcomes from the relationship are valuable in general, and in comparison to 
outcomes available from alternative relationship paitners. That is to say, the customer 
may be dependent on the partner because the relational outcome—while not satisfying—is 
still better than perceived alternatives. So, it is the tradeoff o f  cost-benefit that determines 
the maintenance o f  a relationship. When the cost o f  switching to another relationship is 
greater than the perceived benefits, the customer will not switch.
The second type o f motivations is from internal factors. From the psychological 
perspective, Hinde (1979) suggested that affective responses such as satisfaction, 
identification with the partner, and attitudinal commitment influence relationship partners 
to stay in or leave the relationship. In other words, customers stay in a specific
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relationship because they psychologically enjoy staying in the relationship. Thus they 
dedicate themselves to the relationship. This tells service providers that developing 
psychological affection is worth their time, and money. Actually, psychological factors 
are becoming more essential for a company to differentiate itself from its competition in 
today’s highly mature market. Service is important, but the psychological happiness with 
the ser\ ice is also important, even more important under some conditions.
However, mental happiness is still not the unique reason that customers want to 
slay in a long-term relationship. Willamson (1981) claimed that individuals enter into 
ongoing or non-discrete exchange arrangements (such as long-term relationships) in order 
to minimize their transaction cost, such as the costs o f  negotiating, and writing and 
implementing a contract. The fear o f  opportunistic behavior is also the cost that can be 
minimized by a long-term loyalty relationship because customers have more confidence 
with the long-term partners to behave fairly than short-term partners when unforeseen 
events arise.
Based on the above analysis, the key motivation for customer loyalty is still 
benefits-costs analysis. The purpose o f  today’s business is still to meet customers’ needs 
and wants with specific products at a specific time and place. This is the basic difference 
between business loyalty relationships and other social relationships, such as marriage or 
friendship. But this does not mean that psychological factors are unimportant. On the 
contrary, they are playing a more crucial role in today’s highly competitive market. 
Marketers should focus their efforts on both. The competition in today’s service market is 
both economic and psychological. Marketers should combine these two kinds o f  benefits 
to create the most effective and efficient loyalty program.
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Customer Satisfaction and Customer Loyalty 
Consumer satisfaction is a fundamental concept in marketing, and its pursuit an 
important goal for business (Webster, 1994). Actually business o f  all sorts have devoted 
considerable energies on tracking consumer satisfaction. A whole new industry on 
satisfaction research and consulting has come into existence (Hayes, 1992). Many casino 
managers believe there is a direct link between satisfaction and loyalty.
However, many current research findings on relationship marketing get the 
opposite result: satisfaction does not necessarily leads to loyalty. Research found that 
90% o f customers who change suppliers were satisfied with their previous supplier 
(Reichheld and Aspinwall, 1993-94). Bejou and Palmer (1998) point out that repetition o f 
buying may not indicate any loyalty o f  a buyer to a seller, but merely the lack o f 
alternatives which are either available to a buyer, or which they are sufficiently motivated 
to seek out. Bowen and Shoemaker (1998, Pp. 14) said, “Loyalty extends beyond simple 
satisfaction. ... Loyal customers are more valuable than satisfied customers.”
There are two possible reasons for this: (1 ) A dissatisfied customer may still 
continue their patronage if  they expect no better from alternative suppliers; (2) a satisfied 
customer may be willing (or even eager) to patronize alternative suppliers hoping to 
receive even more satisfying results (Mittal and Lassa, 1998).
Actually, consumer satisfaction deals with the tradeoff o f  consumer expectation 
and service quality. If  the service quality is equal to or is greater than the expectation, the 
customer will be satisfied. It is the general feeling about a particular product after post­
purchase evaluation. It focuses on discrete transactions, and so it is short-term and 
transaction-oriented. It is quite possible that satisfied customers will become loyal
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customers. But customer satisfaction is just the requisite for loyalty. That is, customers' 
expectations must be met or exceeded to build loyalty. But, customer satisfaction does 
not always means loyalty. As mentioned above, 90% o f customers who change suppliers 
were satisfied with their previous supplier.
Loyalty is not just a feeling, but a relationship between two partners. It is created 
through cost-benefit analysis, but psychological factors such as the sense o f 
identification, the happy mood with each business transaction, the feeling o f belonging to 
a specific group, the sense o f safety toward every interaction, and the feeling o f  trusting 
and caring for each other, play the most important roles for developing this relationship.
It is long-term and relationship-oriented. Loyal customers hold a favorable attitude 
toward a particular product or service, and will fi-equently return to buy this particular 
product or service. At one time or another, a loyal customer may be dissatisfied with the 
product or service, however, they will still come back for repeat purchases because they 
understand it is just an accident that any company or person can make under some 
specific conditions. It is obvious that a loyal customer is more valuable for any company 
than a satisfied customer. Research done by Kotler, Bowen and Makens (1996) indicated 
that a loyal customer o f  a luxury hotel who both returns and spreads positive word-of- 
mouth has a net present value o f more than SI 00,000.
So satisfaction and loyalty are different concepts. They are based on different 
creation and development mechanisms, and can result in different consequences for a 
company. Marketers should not take it for granted that satisfied customers will naturally 
become loyal customers. Extra efforts need to be made to create loyal customers, because 
loyal customers are the most valuable customers.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
22
Model Development 
Researchers have tried for a long time to visualize the loyalty relationship with 
the Modeling Method. Morgan and Hunt (1994) developed a Key Mediating Variable 
(KMV) model o f  relationship marketing, in which relationship commitment and trust are 
considered central to the marketing relationship. Relationship termination costs, 
relationship benefits, shared values, communication and opportunistic behavior are 
considered antecedents o f the relationship. While acquiescence, propensity to leave, 
cooperation, functional conflict and uncertainty are considered as the consequences o f  the 
relationship. This model mainly examined relationships between firms. Based on the 
KMV model, Bowen and Shoemaker (1998) developed Model o f Service Relationship 
(MSR), which focuses on services where one o f the partners is the end-user o f the 
service. This model also assumes commitment and trust are the key factors o f the 
development o f long-term relationships. It also identified a few variables such as 
switching cost, fair costs, benefits, understood values and goals, and natural opportunistic 
behavior as the antecedents; and product use, reactive opportunistic behavior, voluntary 
partnership, and uncertainty as the consequences o f the service relationship. Both o f these 
models focus on the psychological interaction o f the relationship partners. Just as the 
above discussion o f  an attitudinal approach to define a loyal relationship, this method has 
the shortcomings o f  being subjective and hard to measure. From the managerial 
perspective, to determine what attitudinal factors influence customers to repeat purchases 
may be more significant because it provides the information to guide the marketing 
activities.
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The Conceptual Framework o f Casino Customer Loyalty Development (See 
Figure 2) is adapted from the Framework for Customer Loyalty developed by Dick and 
Basu (1994), and Bowen and Shoemaker (1998). Following with the composite approach 
to define customer loyalty, this model clearly shows the customer loyalty development 
process, especially how the attitudinal factors influence behavior. The differences 
between this model and other models are that this model is casino industry specific. It 
takes off some variables such as sunk cost, opportimistic behavior that usually does not 
exist in the gaming industry, and adds the variables such as risk attitude and other product 
usage which are gaming industry specific. This model clearly shows the relationships 
among all the variables.
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The model is adapted from: ( 1 ) Alan S. Dick and Kunal Basu. “ Customer loyalty: Toward an 
integrated conceptual fiamework ”, Journal o f the Academy o f  Marketing Science, 22(2), Pp. 99-113; And 
(2) John T. Bowen and Stowe Shoemaker, “Loyalty: A strategic Commitment”, Cornell Hotel and 
Restaurant Administration Quarterly, February 1998, Pp. 12-25.
Figure 2 Conceptual Framework o f Casino Customer Lovaltv Development
This model keeps the traditional three categories o f  attitudinal antecedents; 
cognitive—those associated with informational determinants; affective—those associated 
with feeling states involving the product or service; and conative—those related to 
behavioral dispositions toward the product or service (Palda, 1966). Each o f  these 
components is associated with different learning processes (Greenwald, 1968). For 
loyalty, they may initiate the attitude-to-behavior process consequently related to repeat 
patronage and loyal behavior.
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Specifically, this model identifies the following antecedents and consequences.
Cognitive Antecedents. (1) Accessibility, which is the ease with which an attitude 
can be retrieved from memory (Dick and Basu, 1994), and the strength o f the association 
in memory between the object and the individual’s evaluation o f the object (Fazio,
Powell and Williams, 1989). (2) Confidence, which is a cognitive construct that reflects 
one's conviction in one’s belief (Bennett and Harrell, 1975), and the level o f  certainty 
associated with an attitude or evaluation (Dick and Basu, 1994). (3) Clarity, which is a 
keenness o f discrimination driven by an individual’s ego involvement in a social 
judgment (Sherif et al., 1973). An attitude is well defined (clear) when an individual finds 
alternative attitudes toward the target objectionable, and is undefined when many 
alternative positions are acceptable (Dick and Basu, 1994).
Affective antecedents. (1) Emotion, which is one o f  the specific examples o f  
feeling states, and could lead to focused attention on specific targets, and are likely to 
disrupt ongoing behavior and result in behavior directed toward a different goal (Brandy, 
1970). (2) Satisfaction, which is commonly accepted as a function o f expectation and 
expectancy disconfirmation (Oliver, 1980), and the indication o f the degree to which 
expectations match, exceed, or fall short o f  the perceived product or service performance. 
(3) Risk attitude. The gamblers’ perception o f  the probability to win in a casino game, 
which determines their gaming participation and betting pattern (Gu, 1997).
Conative antecedents. ( 1 ) Switching cost, which is “the one time costs facing the 
buyer o f switching from one supplier’s product to another. ” (Porter, 1980 Pp. 10). (2) 
Expectation, which is the pretrial belief about a product that serve as standards or 
reference points against which product performance is judged.
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Motivational consequences. (1) Search motivation, which refers to the customers’ 
motivation o f  search for information about an alternative product or service to gain more
benefits.
Perceptual Consequences. ( I ) Resistance to counter-persuasion, which refers to 
the customers’ strong tendency o f  holding commitments to a specific relationship after it 
is positively developed. This tendency makes customers refuse to accept and consider 
information o f alternative products or services without objective analysis.
Behavioral consequences. ( 1 ) Voluntary partnership, which refers to the activities 
loyal customers are likely to undertake for the sake o f the benefit o f  casinos. Such 
activities include strong word-of-mouth, business referrals, providing references, 
publicity, and serving on advisory boards (Bowen and Shoemaker, 1998). (2) Positive 
word-of-mouth, which refers to customers’ activities to share their positive experience o f  
purchasing specific products or services with their friends or colleagues. (3) O ther 
product usage, which refers to the incremental usage o f  the supporting products that loyal 
customers are likely to bring to the casino to which they are loyal. Casinos also provide 
extra products such as buffet, hotel shops, lounge or bar, coffee shop, or special events to 
gamblers, to add value to their core product—gaming. These products help casinos to 
differentiate themselves from competitors.
Because o f  the complexity o f  loyalty, and because o f the time limitation o f  the 
current research, it would be impossible to test the whole model. A reduced model with 
reduced variables is created by the researcher (See Figure 3). The whole model served as 
a theoretical framework to test this reduced practical model.
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Figure 3 Test Model o f  Casino Customer Lovaltv Development
This model will test the relationship between loyalty behavior and its three 
antecedents: confidence, emotion and switching cost. Because o f the importance o f  these 
three variables, they will be discussed in details in the following section.
Confidence
Just as mentioned above, confidence reflects one’s conviction in their belief. It 
indicates the level o f  certainty associated with an attitude. I f  attitude is conceptualized as 
probability distributions o f  levels o f  evaluation, the mean o f  the distribution represents 
the level o f the attitude, whereas the variance represents the confidence/certainty quality 
(Dick and Basu, 1994).
Confidence is related to attitude-behavior consistency at the attribute level by 
multiplicative expectancy value models incorporating a confidence component (Bennett 
and Harrell, 1975). Incorporating belief confidence in the expectancy-value framework 
(i.e., ECV in place o f  EV) was found to enhance predictive validity (Howard and Sheth,
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1969). In those cases where maximizing a consumer’s perceived expected value is the 
promotional goal, confidence in claims can be critical to success (Smith and Swinyard, 
1988).
Literature review found that confidence has three antecedents: (1) Confidence has 
been shown to increase as the quantity o f  information about the object/product increases 
(Dover and Olson, 1977; Farley, Katz and Lehmann, 1978); (2) credibility’ o f  information 
has also shown a positive relationship with confidence (Fishbein and Ajzen, 1975); (3) 
when the consistency’ o f  information  is high among sources, confidence has been shown 
to increase (Heslin, Blake and Rotton, 1972). In other words, a large amount o f credible 
consistent information will increase the confidence.
Using the Integrated Information Response Model, Smith and Swinyard (1988) 
suggested that the sources o f  information regarding the attitude object play a critical role 
in influencing attitude confidence. The acceptance o f  information obtained through 
advertising is low because the source is perceived to have a vested interest. On the other 
hand, the acceptance o f information obtained from direct experience is high and usually 
results in purchase commitment because it enhances the quantity o f self-relevant 
information about the object, and also because customers rarely derogate their own 
sensory experiences. In addition, Berger and Mitchell (1989) showed that repeated 
exposure potentially enhances confidence by allowing individuals to process more 
information, repeating attitudinal decisions, and by providing more opportunities for 
brand-relevant cognitive elaboration.
These studies showed that direct experience and relatively high involvement 
would efficiently increase attitude confidence. For casinos, this indicates that
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encouraging customers to visit the casino for direct experience first, is a critical step to 
motivate them to participate in gambling. This gives the casino a good base to a build 
loyalty relationship on. Company X Inc., have used buffet coupons to encourage 
customers to visit their casinos. Based on the analysis o f  attitude confidence, this is an 
effective marketing tactic.
Emotion
Emotion is a specific example o f feeling states. It is induced by pleasant or 
unpleasant experience—pleasing music, noise, a beautiful scene, something positive or 
negative happening to a person—or by recall o f  positive or negative experience firom 
memory. To date, researchers cannot get a consistent definition o f emotion. Plutchik 
(1980) reviewed 28 definitions of emotion. He concluded that there was little consistency 
among the definitions, and that many o f them were not sufficiently explicit to give a clear 
idea what an emotion actually is. Some authors have attempted to enhance understanding 
o f emotions by more completely specifying their characteristics. One o f the clearest 
explications o f these characteristics, and one that appears to be gaining acceptance, was 
proposed by Ortony, Clore and Collins (1988). In their understanding, an emotion is a 
valenced affective reaction to perceptions o f  situations. Some feeling states, such as 
interest, joy, surprise, sadness, anger, disgust, contempt, fear, shame and guilt, were 
considered as types o f  emotion (Izard, 1977).
It has long been established that emotions greatly affect consumer behavior. As 
Holbrook (1986, P. 17) observes, “We all recognize emotional phenomena as pervasive 
components of human behavior in general, and consumer behavior in particular.” A
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group o f researchers also claimed that emotions serve as primary motivators o f behaviors 
(Abelson et al., 1982; Ahtola, 1985; Izard, 1977; Tomkins, 1970). Westbrook (1987) 
even found consumption emotions to be significant predictors o f  complaining behavior 
and word-of-mouth transmission.
Though there are diverse opinions as to what causes emotions, it is widely 
accepted that cognitive appraisals are the antecedents o f emotions. Arnold (1960) 
proposed that emotions arise when events are appraised as being harmful or beneficial, 
and different emotions arise because events are appraised in different ways. Frijda (1986,
1993), Kemper ( 1978), Ortony, Clore and Collins ( 1988) proposed detailed and 
comprehensive sets o f  appraisals to explain the formation o f different emotions. Lazarus 
( 1974) suggested that emotions are the outcomes o f the cognitive appraisal of an event in 
terms o f  the event’s significance for the individual’s well-being (primary appraisal) and 
in terms o f the available potential to cope with the event (secondary appraisal). It is 
neither the characteristics o f  the event nor the stimulus that determines the emotional 
response. It is the subjective appraisal o f  the stimulus in the context o f  the individual’s 
needs and coping potential that determines the emotional responses. Later, Lazarus 
(1991) again created a cognitive model o f  emotion, which clearly specifies the 
relationship between the appraisals and the resulting emotions. This model claimed that 
an individuals’ appraisal o f  a situation depends on conditions both internal (e.g. 
personality, beliefs, goals) and external (e.g. product performance, responses o f other 
people). The cognitive appraisal o f  the situation leads to a subjective experience (affect), 
action tendencies (e.g., the urge to attack when angry), and physiological responses (e.g..
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increased heartbeat, facial expressions). The combination o f these three responses 
determines which emotions are evoked.
Nyer (1997) identified and tested three components o f appraisal, which are 
determinants o f  emotion and determinants o f post-consumption behaviors such as word- 
of-mouth intentions. The first component is goal relevance  (also known as goal 
significance^, which indicates the extent to which an event or an outcome is personally 
relevant to the individual. The more goal relevant a situation, the stronger the consequent 
emotion is likely to be. The second component is goal congruence, which indicates the 
extent to which an event or outcome is congruent or incongruent with an individual's 
wants and desires. If an event is perceived as being desirable (congruent with the goal), 
positive emotions (e.g., joy, pride) could occur. The third component is coping potential, 
which reflects an evaluation by the individual o f  the potential for and the consequences o f 
engaging in a coping activity. For example, an unhappy customer may decide not to 
complain after thinking o f  all the trouble he has to go through to complain. Coping 
process is the process to rationalize the undesired situation, which usually results in a 
reduced level o f  unhappiness.
For casino management, it is essential to provide customized products and 
services to facilitate the creation o f  positive emotions. Since the coping mechanism may 
results in the customers' rationalizing the purchase unhappiness, casino management can 
use this marketing tool to reduce customer unhappiness by providing relevant 
information.
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Switching Cost
Porter defined switching costs as “the one-time costs facing the buyer o f 
switching from one supplier’s product to another”! 1980, Pp. 10). Also called transaction- 
specific assets/investments (Nielson, 1996), switching costs include both hard assests 
(physical or tangible investments)such as money, and soft assets (psychological or social 
investments) such as time, inconvenience, finstration (when facing a new service 
provider, or new service process), risk, and uncertainty.
Switching cost is the drive o f relationship maintenance. “The buyer’s anticipation 
o f high switching costs gives rise to the buyers’ interest in maintaining a quality 
relationship”(Dwyer et. al, 1987). An empirical study by Bowen and Shoemaker (1998) 
has indicated that switching costs lead to relationship commitment, the behavioral 
outcome o f  loyalty in the luxury hotel industry. Developing switching costs is widely 
accepted by business operators to increase loyalty.
In terms o f typologies o f switching costs, research in business-to-business 
marketing relationships identified six types o f  switching costs; site specificity, physical 
assets, human assets, dedicated assets, brand capital and temporal specificity 
(Williamson, 1991), among which, human assets was by far the most identified, followed 
next by physical assets (Lohita et al., 1994). Nielson (1996) proposed a causal model 
with switching costs, which is ft^amed fi'om the perspective o f the supplier firm. In this 
model, three antecedents o f switching cost were identified: trust, cooperation and 
perceived exposure. Cooperation refers to the firms’ ability to collaborate and work 
together in a joint fashion toward their respective goals (Stem and Reve, 1980).
Perceived exposure refers to a firm’s perception o f risk o f  loss in the context of a buyer-
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seller relationship. Each partner risks losing financial assets or reputation should the 
relationship fail. It was successfully tested by Nielson (1996) that a higher level o f  trust, 
cooperation and exposure will lead to a higher level o f  switching costs.
For casino management, switching cost is an efficient marketing tool to build 
loyalty relationships with customers. For the building o f  trust, cooperation and exposure, 
casinos can make adaptations in products, financial arrangements, or information 
routines. Providing customized products is still critical to casinos from the perspective o f 
increasing switching costs.
Summary
This chapter discussed the theory o f loyalty, and the antecedents and 
consequences o f  the loyalty relationship. It was hypothesized that the level o f  loyalty is 
determined through incorporating attitudinal measures o f  loyalty with consumer 
preferences and dispositions toward products and services. Without attitudinal measures, 
loyalty relationship development runs the risk o f  giving a marketer the wrong direction 
for marketing activities because it does not provide the answer for why customers repeat 
the purchases.
Cognitive, affective and conative factors are traditionally viewed as the attitudinal 
antecedents that related to consumer buying behavior. They were also taken as the 
attitudinal antecedents o f  loyalty development in this study, and are positively related to 
the loyal relationship. The consequences o f  the loyalty relationship are partitioned into 
three categories; motivational consequences, perceptual consequences and behavioral 
consequences. These are part o f  the benefits casinos seek from loyal customers.
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CHAPTER 3 
METHODOLOGY 
Introduction
The purpose o f  this chapter is to introduce and explain the research methodology 
used in this study. The first section describes the questionnaire design, including the 
instrument to test the antecedents o f loyalty. Next, the method o f  determining the sample 
of the study is explained. Then, the data collection procedures are presented along with 
the data analysis method. Finally, the hypotheses this study will test are discussed.
Questionnaire Design 
A survey instrument was designed for this study. The questiormaire was prepared 
using a collection o f  information from a variety o f  different resoiu’ces. The first resource 
consisted o f  a review o f  the existing literature, which is presented in Chapter 2. Other 
resources include a reply from every committee member and the Marketing Department 
o f Company X in Las Vegas. Then, an on-site pre-test was conduced to check the design 
o f this questiormaire.
34
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Pilot Test o f  the Survey 
After the development o f  the questionnaire, the survey instrument was examined 
by the thesis committee and Marketing Department o f Company X Then it was 
submitted to the office o f  Sponsored Programs at the University o f Nevada, Las Vegas. 
After receiving the imiversity’s approval, it was pre-tested at Casino A, Las Vegas on 
Oct. 29, 1999.
Pre-test was conducted by the author and a Ph.D. student o f  William F. Harrah 
College of Hotel Administration at University o f Nevada, Las Vegas. Surveys were given 
to 60 customers at three different places in Casino A: Main Entry, Parking lot entry, and 
cash-back coimter (where club member customers get their cash back because they have 
spent a specific amoimt o f  money on gambling). Questionnaires were tested for clarity, 
spelling, and completion time.
After three hours o f  pre-testing, 30 customers completed the questionnaire. The 
completion time was less than 10 minutes. Based on the pre-test, the questionnaire then is 
revised and finalized.
Questionnaire and Measurement 
The questionnaire is divided into four parts. (A copy o f  the questionnaire can be 
found in Appendix C).
Section One: general gambling behavior. The first part o f  the questionnaire 
included eleven questions. It asked participants to think about their gambling experience 
and name a particular casino to which they had a feeling o f  loyalty. The main purpose o f  
this section was to try to discover the general gambling behavior o f members of the
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sample. They were asked how frequently they had gambled in this casino, how long they 
gambled each time in the casino, and the primary reason they gambled in the casino (e.g. 
primarily for monetary win, primarily for leisure, or a combination o f both). Questions 
regarding customers’ overall impression were also proposed. In addition, participants 
were asked what types o f  casino games they play most frequently, and their bet size and 
bet budget.
Section Two: antecedents and consequences o f  lovaltv. Section Two (Section 
labeled B) was designed to test the model. Questions were specifically created to measure 
the relationships between the antecedents o f loyalty and loyalty behavior. A total o f  
twenty-three question items appeared in this section.
These items are specifically designed for specific variables as shown in the following; 
Confidence
The confidence variable was measured through six items. All items are related to 
the conviction o f the gambler’s belief about the casino services.
Question #1 ; I f  I make a request at this casino, no matter how trivial that request, 
it gets taken care of.
Question #3; The communication I receive from this casino (letters, promotional 
material, and advertising) is credible.
Question #7; When an employee at this casino says that they will do something, I 
am sure it will get done.
Question #10: I f  I ask management or an employee a question, I feel they will be 
truthful with me.
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Question #16: I am certain the service I receive from this casino will be consistent 
from visit to visit.
Question #23: I trust the management o f this casino.
A 7-point Likert-type scale, which 1 stands for “strongly disagree” and 7 stands 
for “strongly agree”, was used to measure these variables. A “Don’t know” option was
provided.
Emotion
The emotion variable was also measured through four items. These items 
measured how well emotion influences the gambling behavior.
Question #8: The friendliness o f the staff in this casino makes me feel good. 
Question #9: I am “emotionally attached” to this casino.
Question # 1 4 :1 have a sense o f  belonging to this casino.
Question # 2 1 :1  enjoy visiting this casino.
A 7-point Likert-type scale, which 1 stands for “strongly disagree” and 7 stands 
for “strongly agree”, was also used to measure these variables. A “Don’t know” option 
was provided.
Switching cost
The switching cost variable was measured through three items that measure how 
high the switching cost perceived by gamblers is.
Question #2: The costs in time and effort o f  changing from this casino to another 
one are high for me.
Question #11: It would be very inconvenient for me to switch to other casinos.
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Question #18: Because o f my satisfaction with this casino, I seldom search for 
other casino alternatives.
A 7-point Likert-type scale, which 1 stands for “strongly disagree” and 7 stands 
for “strongly agree”, was used to measure these variables. A “Don’t know” option was 
provided.
Other questions in this section, including Questions 4, 5, 6, 12, 13. 15. 17, 20, 19, 
and 22 that are not used in this study, are designed for future research.
Section Three: other revenue centers. Section Three (Section labeled C) tried to 
evaluate the impact o f  loyal behavior on other kinds o f  casino services usage. A list o f  9 
products and services were provided. The list included such items as buffet, Italian 
restaurant. Mexican restaurant, steak restaurant, gift shops, coffee shops, etc. Gamblers 
were asked to indicate if  they spend more or less on each product.
A 7-point Likert-type scale, which 1 stands for “spend the same” and 7 stands for 
“spend more”, was also used to measure this variable. Options o f  “don’t know ” and 
“services not available” were provided.
A complete list o f  the products and services tested appears in Appendix C.
Section Four: demographic variables. Section Four (Section labeled D) consisted 
o f questions on participants’ age, gender, occupation, marital status, and level o f  income. 
These questions are mainly for classification purposes.
Sampling and Sample Size
This study is aimed at developing and testing a model o f loyalty development in 
the gaming industry. Due to the Company X highly valuable willingness to sponsor this
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research, the data collection process was simplified. Station Casino has had a club 
member program for a long time. The members o f  this program are mainly local heavy 
gamblers, who, to some extent, are loyal to Company X. The population o f this study 
was their 8,000 club members. The sample o f this study was chosen from the database o f 
this program with the simple random sampling method.
An important and complex issue in sampling is to determine the appropriate 
sample size. This determination largely depends on the statistical estimating precision 
needed by the researcher and the number o f  variables. Although larger sample sizes are 
preferred, a number o f respondents o f between 200 to 400 is usually recommended and 
accepted as the critical sample size for multiple regression (Hair et al., 1992). For this 
study, a minimum sample size o f 239 was determined before data were collected. The 
minimum sample size was calculated using the following formula, which population is 
known:
n=Npq/(N-1 )D+pq
where, n = required sample size 
N = population 
p= population proportion 
q=I-p  
D=B^2 * A
A= table value o f Chi-square for 1 degree o f freedom at the desired significant 
level (confidence level)
B = the bound on the error o f estimation (precision)
In this case, because the population is the frequent players who were familiar with 
the services and facilities o f  Company X, their replies to this study are highly 
representative. The researcher can reasonably assume that 80% o f players visit a 
particular Station Casino at least once a month. So the p  value was set at .8. The “A” and
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“B” were commonly set at .05 by marketing researchers, and accepted by the researcher. 
Therefore, when N=8000, p=.8, A=.05, B=.05, the required sample size is: 
n = 8000*.8-^.2/{[8000-l)*(.05*.05)/3.84]+(.8*.2)}=239 
The desired sample size was increased to 250 in anticipation o f any unusable or 
incomplete surveys.
Based on the experience o f similar studies conducted by the Marketing 
Department o f Company X, 1500 surveys were finally mailed out by the Marketing 
Department o f Company X in order to get the desired responses.
Survey Administration 
After pre-test, the survey was adjusted and then printed for mailing to customers. 
The surveys were distributed via first class mail to the random sample o f  1500 casino 
customers by the Marketing Department o f  Company X with a return postage-paid self- 
addressed envelope. Included with the questionnaire was a cover letter from the author 
explaining the nature o f  the study and asking participants to complete the survey.
No incentives were offered for this study. Respondents were given a two-week turn­
around time to complete the questionnaire.
Tabulation and Evaluation o f  Data 
Respondents w ere coded and entered into SPSS statistical program to analyze the 
data and test the hypotheses.
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Statistical Analysis
Characteristics o f Sample 
Frequencies for all demographic items were computed to construct an overview o f 
the samples’ demographic characteristics including gender, age, marital status, education, 
occupation, and household income. Frequency analysis helped casino marketers to 
determine the target market.
Multiple Regression Analysis 
Multiple regression analysis, which predicts the value o f  the dependent variable 
on the basis o f  known values o f  two or more explanatory variables, was used to explore 
the joint predictive ability o f  proportion o f  visits in relation to loyalty antecedents. In this 
study, the independent variables are the three antecedents o f  the loyalty relationship, and 
the dependent variable is the proportion o f  visits.
T-test
The t-test is used to measure any significant difference in the means o f two groups 
in the variables o f  interest. As a frequently used parametric test which tests for the 
independent samples, t-test are ideal for small sample sizes. In this study, t-test is used to 
test the fourth hypotheses, which shows if  there is significant difference in the spending 
on other casino revenue centers between high repeat behavior customers and low repeat 
behavior customers. A 95% confidence interval is utilized.
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Research Hypotheses 
The methodology presented in this chapter was developed to empirically achieve 
the purpose and objectives o f the present exploratory study, which is to identify and test 
the antecedents o f loyalty relationship between casinos and their customers. Resulting 
outcomes o f this study are intended to help casino marketers to understand the gambler’s 
decision-making process, which provides a starting point to create effective marketing 
strategies. This objective can be realized by testing the following hypotheses:
H i : Confidence positively influences loyal gambling behavior.
H;: Emotion positively influences loyal gambling behavior.
H]: Switching cost positively influences loyal gambling behavior.
H4 High loyal casino customers spend more on other revenue centers than low 
loyal casino customers.
Hypothesis four was expanded as below:
H4 a High loyal customers spend more on the buffet than low loyal customers.
H4 b High loyal customers spend more on the Italian Restaurant than low loyal customers. 
H4 c High loyal customers spend more on the Mexican Restaurant than low loyal 
customers.
H4d High loyal customers spend more on Steak Restaurant than low loyal customers.
H4e High loyal customers spend more on Gift Shops than low loyal customers.
H4, High loyal customers spend more on Coffee Shops than low loyal customers.
H4 g High loyal customers spend more on Special Events than low loyal customers.
H4 h High loyal customers spend more on Movie Theaters than low loyal customers.
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Summary
Presented in this chapter was the methodology employed by this study. A survey 
instrument was designed to collect data to test the hypotheses about the antecedents o f  a 
loyalty relationship. Data were collected with the help from a specific casino that targets 
the local market in Las Vegas, Nevada. The data analysis and results will be presented in 
the following chapter.
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CHAPTER 4 
DATA ANALYSIS AND RESULTS 
Introduction
This chapter presents the results o f  the data analysis in an effort to test the stated 
hypotheses. The analysis first discusses the response rate and identifies the characteristics 
o f respondents. It further provides a discussion on the statistical analysis including 
distributions, means, standard deviations and coefficient alpha internal consistency 
reliability. The chapter then presents the results of hypotheses testing.
The Response Rate
The population o f  this research is actually the Company X 8,000 club members 
o f  the Las Vegas metropolitan area. Using a simple random sampling method, a sample 
o f  1,500 households was chosen to mail a questionnaire packet. No packets were returned 
due to incorrect addresses or any other reason.
The sampling process was conducted by the Marketing Department o f Company 
X. The mailing center o f  Company X was in charge o f  mailing out all questionnaire 
packets. All packets were mailed out at the same time on December 3, 1999. By 
December 17, 1999, the cut-off day decided by the researcher, a total of 271
44
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questionnaires were returned. Two respondents returned unanswered questionnaire, 
seventeen respondents returned incomplete questionnaires. Two refused to answer the 
questions unless receiving any kind of incentives, such as buffet coupons. A total o f  250 
questionnaires were completed and usable for this study. This yielded a response rate o f  
16.7%. Given the delimitation o f  time, and the fact that no incentives were offered, a 
16.7% response rate was considered acceptable by the researcher. Table 1 shows the 
summary o f the returned questionnaire and the calculation o f  response rate.
Table 1 Summary o f  the Return Questionnaires
Number Percent
Total Target Population
Less non-delivered
Total Population
1.500 
0
1.500
100
100.00
Total Responses
less unusable responses
Total Usable Response
271
21
250
18.1
1.4
16.7
Breakdown o f Unusable responses:
Unanswered 
Half completed 
Refused to answer
2
17
2
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Profile o f the Sample
The demographics o f the sample were shown in Table 2. As can be seen, the 
ending sample is comprised predominantly o f females (60.2%), males were only 39.8%. 
Out of all the respondents, almost two out o f  three were over 55 years old (62.5%). The 
second largest group is the people whose age is between 45 and 54 (25.8%). This makes 
the people who are over 45 years almost 90% (62.5%+25.8% = 88.3%). On the contrary, 
no person whose age is 25 or below claimed they are loyal to any Company X. Only 2% 
o f people in age group 26 to 34 claimed they are loyal to  one specific casino. It is 
extremely obvious that the loyal customers o f Company X in Las Vegas are mainly 
senior residents.
In terms o f the education level, o f all the valid respondents, 38.7% received 
“some college” education, followed by the college degree (21.4%). 20.6% respondents’ 
education level is high school or lower, and only 8.9% have graduate degree. Most o f  the 
respondents are currently married (74%). 17% were divorced, widowed or separated.
The household income o f  those who most frequently responded is the category o f  
$40,001 to $55,000, accounting for 27.2%. The following categories are $25,000 to 
$40,000 and $70,001 or more, both o f them are 22.4%. People whose household income 
is less than $25,000 are 11.2%, which is the least responding group.
Regarding occupation, almost four out o f  ten participants are retired (37.2%). This 
is consistent with the fact that the primary part o f  the Station Casino customer is senior 
residents. No other occupation group is over 10% except people who have professional 
careers (12.4%).
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Table 2 Demographics of Respondents
Sample Characteristics Frequency Percent
G ender (N=241)
Male 96 39.8
Female 145 60.2
Age (N=248)
25 or below 0 0
2 6 - 3 4 5 2 . 0
3 5 -4 4 24 9.7
4 5 - 5 4 64 25.8
55 or above 155 62.5
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Table 2 (Continued) Demographics o f Respondents
Sample Characteristics Frequency Percent
Education Level (N=248)
High school or less 51 2 0 . 6
Vocational/technical school 26 10.5
Some College 96 38.7
College degree 53 21.4
Graduate degree 2 2 8.9
M arital S tatus (N=235) 
Never married 1 2 5.1
Now married 174 74.0
Living together 9 3.8
Divorced/widowed/separated 40 17
Household Incom e (N=232) 
Less than 525,000 26 1 1 . 2
525,000 to 540,000 52 22.4
540,001 to 555,000 63 27.2
555,001 to 570,000 39 16.8
570,001 or more 52 22.4
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Table 2 (Continued) Demographics of Respondents
Sample Characteristics Frequency Percent
Most Recent O ccupation (N=247)
Homemaker 1 1 4.4
Professional 31 12.4
Executive/Administrator 8 3.2
Middle Management 18 7.3
Sales/Marketing 18 7.3
Clerical Service 2 2 8.9
Ski lled/T echnical 16 6.5
Self Employed/Business Owner 16 6.5
Student 1 0.4
Retired 92 37.2
Other 14 5.7
Descriptive Analysis
Las Vegas Casinos Visits 
As illustrated in Table 3, all respondents had gambling experience in casinos in 
the Las Vegas metropolitan area. 24% visited casinos in Las Vegas twice a week. 21.6% 
visited three times a week. Participants who visited a casino everyday were 6.4%. Only
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2.4% (1.2%+0.4%+0.8%) visited casino less than once a week. This table also indicates 
that the mean visit is 3.341 times, which means almost half a week. The minimum visit to 
casinos was 0.25 times per week (once a month), and the maximum visit was seven times 
a week.
Table 3 Las Vegas Casino Visits Per Week
Visit Times Frequency Percent Valid Percent
0.25 2 0.3 0 . 8
0.5 1 0.4 0.4
0.75 3 1 . 2 1 . 2
1 . 0 28 1 1 . 2 1 1 . 2
2 . 0 60 24.0 24.0
3.0 54 2 1 . 6 2 1 . 6
4.0 34 13.6 13.6
5.0 38 15.2 15.2
6 . 0 14 5.6 5.6
7.0 16 6.4 6.4
Total 250 1 0 0 . 0 1 0 0
Mean: 3.341; Median, 3.0; Standard Deviation, 1.7326;
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Company X Visits Per Week 
The use o f  casinos belonging to Company X in Las Vegas is shown in Table 4. 
The largest group o f  customers were those who visited Company X twice a week (34%),
17.2% visited three times a week. Respondents who visited Station seven times a week 
were 3.2%, 6 .8 % (2.0%+3.2%+1.6%) visited Station casino less than once a week, and 
2.0% o f participants visited once a month. The mean visit is 2.673 times per week. The 
minimum visit is 0.25 times a week (once a month), the maximum visit is 7 times a week.
Table 4 Companv X Visits Per Week
Visit Times Frequency Percent Valid Percent
0.25 5 2 . 0 2 . 0
0.50 8 3.2 3.2
0.75 4 1 . 6 1 . 6
1 . 0 41 16.4 16.4
2 . 0 85 34.0 34.0
3.0 43 17.2 17.2
4.0 25 1 0 . 0 1 0 . 0
5.0 2 2 8 . 8 8 . 8
6 . 0 9 3.6 3.6
7.0 8 3.2 3.2
Total 250 1 0 0 . 0 1 0 0
Mean: 2.673; Median, 2.0; Standard Deviation, 1.6186;
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Proportion o f Visits
Because proportion o f visits is used in the research to measure loyal behavior, a 
proportion analysis o f  visits to casinos loyal to was conducted (See Table 5).
The most surprising result shown in this analysis is that almost six out o f ten 
(58.8%) respondents did not visit any other casinos in Las Vegas except one o f the 
Company X they claimed they are loyal to, which makes proportion o f visits to that 
particular Station Casino equal to one. A 10.4% proportion is 0.5, which means that for 2 
visits to casinos, these visitors went to Company X once. Ten percent o f  participants 
made their two out o f  three visits to Company X. Only 9.6%
(0.4%+0.8%+0.4%+1.2%+1.6%+2.4%+0.4%+2.0%+0.4%) participants made the visits 
to Company X less than one out o f  two. The mean proportion is 0.8186. The minimum 
proportion is 0.08, which means this respondent visits Company X only once in every 12 
visits to other casinos in Las Vegas.
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Table 5 Proportion o f Visits
Proportion Frequency Percent Valid Percent
0.08 1 0.4 0.4
0.13 2 0 . 8 0 . 8
0 . 2 0 1 0.4 0.4
0.25 3 1 . 2 1 . 2
0.29 4 1 . 6 1 . 6
0.33 6 2.4 2.4
0.38 1 0.4 0.4
0.40 5 2 . 0 2 . 0
0.43 1 0.4 0.4
0.50 26 10.4 10.4
0.60 8 3.2 3.2
0.67 25 1 0 . 0 1 0 . 0
0.75 7 2 . 8 2 . 8
0.80 6 2.4 2.4
0.83 4 1 . 6 1 . 6
0 . 8 6 3 1 . 2 1 . 2
1 . 0 147 58.8 58.8
Total 250 1 0 0 . 0 1 0 0
Mean: 0.8186; Median, 1.0; Standard Deviation, 0.2463;
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Time Spent Each Visit in Casinos to WTiich Customers Claimed Loyal 
Regarding the time spent in the casino respondents claimed loyal to. Table 6  
indicates that 36.8% o f  respondents stayed in the casino 3 hours per visit, and 2 1.6 % 
stated they stayed in the casino for 4 hours per visits. These two groups are 58.4% 
(36.8%+21.6%) o f  all the respondents. Respondents staying in the casino for 2 hours per 
visit were 15.6%, and 2.0% stayed 10 or more hours. Respondents who stay in the casino 
for only one hour were 3.6%. No respondent stayed less than one hour per visit. The 
mean hours stayed in the casino was 3.752 hours per visits. The minimum hours stayed 
was 1 hour, and the maximum was 1 0  or more hours.
Table 6  Hours Spent Each Visit in Casino Claimed Loval to
Hours Frequency Percent Valid Percent
1 . 0 9 3.6 3.6
2 . 0 39 15.6 15.6
3.0 92 36.8 36.8
4.0 54 2 1 . 6 2 1 . 6
5.0 18 7.2 7.2
6 . 0 2 1 8.4 8.4
7.0 4 1 . 6 1 . 6
8 . 0 7 2 . 8 2 . 8
9.0 1 0.4 0.4
1 0 . 0 5 2 . 0 2 . 0
Total 250 1 0 0 . 0 1 0 0
Mean: 3.752; Median, 3.0; Standard Deviation, 1.7569;
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Casinos to Which Customers Claimed Loyal 
As indicated in Table 7, more than one-third respondents (34.4%) claimed that 
they were loyal to Casino C. Casino D obtained the second highest number o f  loyal 
respondents, 28% respondents claimed they were loyal to it, followed by Casino A 
(25.2%). Only 12.4% respondents claimed that they were loyal to Casino B.
Table 7 Casinos Claimed Loval to
Casino Frequency Percent Valid Percent
Casino A 63 25.2 25.2
Casino B 31 12.4 12.4
Casino C 8 6 34.4 34.4
Casino D 70 28.0 28.0
Total 250 1 0 0 1 0 0
Reasons to Visit the Casino 
In terms o f  the reason that the respondents visited the casinos they were loyal to, 
6 8 % o f  respondents claimed that they went to casinos for both the monetary gain and 
pleasure or entertainment (See Table 8 ), 24.4% claimed they visited casinos for 
pleasure/entertainment only, 7.6% said frankly that they went to casinos for monetary 
gain only. Because 92.4% (24.4%+68.0%) o f  respondents indicated that pleasure was
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their reason to visit the casinos, it is crucial for casino management to create a pleasure 
environment in its property.
Table 8  Reasons for Visiting the Casino
Reason Frequency Percent Valid Percent
Monetary Gain 19 7.6 7.6
Pleasure/Entertainment 61 24.4 24.4
Combination o f  Both 170 6 8 . 0 6 8 . 0
Total 250 1 0 0 1 0 0
Types o f Games Played 
Table 9 provides the information on what types o f  games respondents played, the 
most favorite type o f  game (83.6%) for all respondents is Video Poker. The second 
favorite game played was Slot Machines (41.2%) Other games liked by respondents were 
Keno (24.0%), Bingo (22.4%), other video games (21, Keno,etc.), and Race/Sports Book 
( 15.2%). Pai Gow Poker (2.4%), Roulette (3.2%), and Craps (4%) were listed as the 
least favorite games played by the respondents, and 5.2% respondents played other 
games.
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Table 9 Tvpes o f Games Plaved
Type of Games Frequency Percent Valid Percent
Slot Machines 103 41.2 41.2
Video Poker 209 83.6 83.6
Other Video Games (21, Keno, etc.) 50 2 0 . 0 2 0 . 0
Bingo 56 22.4 22.4
Black Jack 26 10.4 10.4
Craps 1 0 4.0 4.0
Pai Gow Poker 6 2.4 2.4
Roulette 8 3.2 3.2
Race/Sports Book 38 15.2 15.2
Keno 60 24.0 24.0
Other 13 5.2 5.2
Denomination o f  Slot Machine Played 
Regarding what kinds o f  denomination slot machine all respondents played. Table 
10 showed that Nickel (44.4%) was the most frequently played denomination slot 
machine, closely followed by the Quarter Slot Machine (43.6%). O f all respondents,
4.8% played Dollar Slot Machine. No respondent played Five Dollar or up Slot Machine, 
and 7.2% o f the respondents said that they were not slot players.
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Table 10 Denomination Slot Machine Plaved
Denomination Frequency Percent Valid Percent
I am not a slot player 18 7.2 7.2
Nickel 1 1 1 44.4 44.4
Quarter 109 43.6 43.6
Dollar 1 2 4.8 4.8
Five Dollar or up 0 0 0
Total 250 1 0 0 1 0 0
Gaming Budget Per Visit 
As indicated in Table 11, the majority o f  respondents (42.2%) stated that their 
budget was $41 to SI GO per visit. The second largest group (22.9%) indicated that their 
budget was S20 to S4G. Only 4.0% respondents’ budget was less than S20. More than one 
in ten respondents (13.3%) budgeted over S225 per visit.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
59
Table 11 Gamine Budget Per Visit
Budget Frequency Percent Valid Percent
Less than S20 1 0 4.0 4.0
$20 - $40 57 2 2 . 8 22.9
$41 -$100 105 42.0 42.2
$101 -$225 44 17.6 17.7
Over $225 33 13.2 13.3
Total 249 99.6 1 0 0
Missing Value 1 0.4
Total 250 1 0 0
Types o f Games Budget Mostly Spent on 
Table 12 summarizes the respondents’ budget spending behavior. The majority o f 
respondents (65.6%) spent the gaming budget on Video Poker. This is consistent with the 
fact that most respondents (83.6%) played Video Poker when visiting casinos. 
Respondents spent most o f  their budget on slot machine gaming 19.2%, Only 2.8% spent 
most o f their budget on table games, and 12.4% spent most o f  their gaming budget on 
other games such as Bingo, Sports Book, Keno etc.
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Table 12 Tvpes of Games Budget Spent most
Type o f Game Frequency Percent Valid Percent
Slots 48 19.2 19.2
Video Games 164 65.6 65.6
Table Games 7 2 . 8 2 . 8
Other (Bingo, Sprots Book, Keno etc.) 31 12.4 12.4
Total 250 1 0 0 1 0 0
Descriptive Statistics for Model Variables 
A 7-point Likert-type scale, where 1 stands for “strongly disagree” and 7 stands 
for “strongly agree”, was used to measure all model variables. The descriptive 
characteristics for model components are shown in Table 13.
For variable confidence, the mean is 5.165, the highest mean among all o f  three 
variables. The standard deviation is 1.2394, the lowest one among all three variables.
For variable switching cost, the mean is 4.6278, the lowest one among all o f  three 
variables. The standard deviation is 1.4635, the highest one o f  all o f  three variables.
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Table 13 Descriptive Characteristics for Model Variables
Mean Std. Deviation N
Confidence 5.1651 1.2394 250
Item 1 : If I make a request at this casino, no matter 
how trivial that request, it gets taken care of. 4.5470 1.8056 181
Item 3; The communication I receive from this casino 
(letters, promotional material, and advertising) 
is credible. 5.824 1.3859 250
Item 7: When an employee at this casino says that they 
will do something, I am sure it will get done. 5.1696 1.4997 224
Item 10: If I ask management or an employee a question, 
I feel they will be truthful with me. 5.1272 1.6437 228
Item 1 6 :1 am certain the service I received from this 
casino will be consistent from visit to visit. 5.2073 1.5418 246
Item 2 3 :1 trust the management o f  this casino. 4.8924 1.7926 223
Emotion 4.6977 1.4335 250
Item 8 : The friendliness o f  the staff in this casino 
makes me feel good. 5.3360 1.5156 247
Item 9 : 1 am “emotionally attached” to this casino. 3.8125 2.0297 240
Item 14 :1 have a sense o f  belonging to this casino. 4.1422 1.9544 232
Item 2 1 :1 enjoy visiting this casino. 5.3855 1.5567 249
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Table 13 (Continued) Descriptive Characteristics for Model Variables
Mean Std. Deviation N
Switching cost 4.6278 1.4635 249
Item 2: The costs in time and effort o f  changing 
this casino to another one are high for me. 4.5446 1.9287 224
Item 11 : It would be very inconvenient for me to 
switch to other casinos. 4.6198 1.8322 242
Item 18: Because o f my satisfaction with this casino, 
I seldom search for other casino alternatives. 4.7049 1.8130 244
Reliability o f  the Model Components 
Reliability measures whether all the research questions for a variable are 
internally consistent. In this research, more than three statements were designed to 
measure each o f  the model variables. In order to test internal consistency for each set o f  
statements, Cronbach’s Alpha was calculated. Alpha values close to 1 stand for high 
consistency, while alpha values close to 0 stand for low consistency. As indicated in 
Table 14, for variable confidence  and emotion, the value o f  alpha are 0.8858 and 0.833 
correspondingly, which means a good reliability. Though the alpha value o f the variable 
switching cost is only 0.6744, it is still accepted by the researcher because it is over 0.6, 
which is commonly the least accepted consistency level for newly developed scales.
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Table 14 Cronbach’s Alpha for Each o f the Model Variable
Variable N o f Case N o f  Item Alpha
Confidence 167 6 0.8858
Emotion 224 4 0.8330
Switching Cost 215 3 0.6744
Hypothesis Testing
As mentioned in Chapter 3, multiple regression was employed in this research to 
test the model and the first three hypotheses. Two steps were involved in this section. The 
first step examined whether the assumptions necessary for hypotheses testing in 
regression were violated. Second, if  all assumptions were met, whether the coefficient for 
that specific relationship was statistically significant was examined.
Assumptions o f Multiple Regression
An important part o f  regression analysis is checking whether the required 
assumptions o f linearity, normality, constant variance, and independence o f observations 
are met (Norusis, 1997).
Normality. This assumption requires that the dependent variable data should be 
normally distributed, which indicates the sample is from a normal distribution. A 
histogram was created to assess this assumption (See Appendix D). The histogram
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clearly shows that the distribution is not normal. Every effort has been made to transform 
the data to make it normal. Because more than half o f  the dependent variable values are 
1 , applying square, square root, cube, log, or natural log to 1 cannot change the value 
significantly. So, the dependent variable data carmot meet the assumption o f normality.
Because the special characteristics o f the population, and because all other 
assumptions are met (see following sections), this result actually is not unexpected, and 
the researcher believed the result o f  regression analysis will not be seriously affected. 
Therefore, the researcher decided to use the original non-transformed data for the 
multiple regression analysis.
Residual Normality. A residual is what is left over after the model is fit. It is the 
difference between the observed value o f the dependent variable and the value predicted 
by the regression line. I f  the assumptions required for a regression analysis are met, the 
residuals should be approximately normally distributed. The P-P plot o f standardized 
residuals shown in Appendix D indicated that the residuals distributed almost normally.
Constant Variance. Another assumption o f  m ultiple regression is that the variance 
o f the dependent variable is the same for all values o f  the independent variable. We can 
plot the studentized residuals against the predicted values to check for constant variance.
If we cannot see a pattern in the data points, the variance is constant. As shown in 
Appendix D, the residuals appear to be randomly scattered around a horizontal line 
through 0. So this assumption actually can be met.
Linearity. The first step o f any regression analysis is plotting the dependent 
variable against the independent variable to see if  they are linearly related. If the points 
cluster around the straight line, a linear regression model can be suitably created. From
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the simple scatter plot, the dependent and independent variables are more or less linear.
So the assumption o f  linearity can be met in this study.
Independence. Another assumption needed for regression analysis is that all o f  the 
observations are independent. That is to say, the value o f one observation is in no way 
related to the value o f  another observation. Durbin-Waston test is usually used to check if  
adjacent observations are correlated. This statistics ranges in value from 0 to 4. I f  there is 
no correlation between successive residuals, the Durbin-Waston statistic should be close 
to 2. Values close to 0 indicate that successive residuals are positively correlated, while 
values close to 4 indicate strong negative correlation. The value o f  Durbin-Waston 
statistic for this research is 1.885, suggesting that all o f  the observations in this research 
are independent. So, there is no autocorrelational problem and the assumption can be met.
Multicollinearity. Multicollinearity deals with the strength o f  the linear 
relationship among the independent variables. If  two independent variables are highly 
linearly related, the data are called multicollinear. Multicollinearity is measiu-ed by a 
statistic called the tolerance. A value close to I indicates that an independent variable has 
little o f its variability explained by the other independent variables. A value close to 0 
indicates that a variable is almost a linear combination o f the other independent variables. 
The tolerance values for the variables o f confrdence, emotion and switching cost in this 
research are 0.500, 0.447 and 0.635 correspondingly. All o f  them are larger than 0.3, the 
commonly accepted least tolerance for regression analysis. The VIF values, another 
collinearity diagnostic, o f  independent variables are all much less than 5 (1.998, 2.239 
and 1 .575). Therefore, multicollinearity is not a problem for this study
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Multiple Regression Result 
The first three hypotheses were tested with the multiple regression analysis. These 
three hypotheses are listed below.
Hr. Confidence positively influences loyal gambling behavior.
H]: Emotion positively influences loyal gambling behavior.
H3 : Switching cost positively influences loyal gambling behavior.
The multiple regression analysis results were presented in Table 15. The first part 
o f  the table, called overall regression F test, revealed that we can reject the hypothesis 
that there is no linear relationship in the population between the dependent and 
independent variables since the observed significance level is less than 0.05. The second 
part of the table showed in detail whether the independent variables are significantly 
linearly related with the dependent variable.
A s  seen in this table, there are significant linear relationships (.05 or lower) 
between the proportion o f  visits to casinos loyal to and between the emotion and 
switching cost. Both variables positively influence the proportion o f visits. The linear 
relationship between the proportion o f visits and confidence is not statistically significant. 
So Hi and H3 are supported by this research and H, cannot be supported by this research.
R square in this study is .081, which means that 8.1% o f the observed variability 
in proportion o f visits is explained by the three variables. There are two reasons for this. 
The first reason this is that respondents are highly loyal to Company X. This resulted in 
many I values o f proportion o f  visits, which decreased the variation o f dependent 
variable. The second reason is that many other variables may influence loyalty, just as 
mention in the literature. Because this research only investigates a reduced model, many
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other variables are not examined in this study, the low R square and R value is not 
unexpected. The main emphasis o f  this study is to examine the relationship between the 
loyal behavior and its three antecedents, the low R square and R do not seriously affect 
the research result.
Table 15 Results o f  Multiple Regression Analvsis
Multiple Regression 
Dependent Variable: Proportion o f Visits to the Casinos Loyal to.
Independent Variable: Confidence, Emotion, Switching Cost
Multiple R .284 Analysis o f  Variance DF Sum o f  Square Mean Square 
R Square .081 Regression 3 1.208 .403
Standard Error .2373 Residual 245 13.795 .05631
F=7.154 Significant F = .000
Variables in the Equation
Variable B SEB Beta T S igT
Confidence -.00219 . 0 0 2 -.077 -.894 .372
Emotion .008918 .004 . 2 1 2 2.308 .0 2 2 *
Switching Cost .008630 .004 .160 2.081 .038*
(Constant) .606 .056 10.771 . 0 0 0
* Significant at .05 level.
*Note: Confidence, emotion and switching cost are averages o f  variables used to measure 
each antecedent.
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T-test Result
In order to test hypothesis 4, all respondents were first divided into two groups. 
Group One was all o f the respondents whose proportion o f visits equal to I, which was 
labeled as the high loyal group. Group Two was the respondents whose proportion of 
visits were less than 1 , which was labeled the low loyal group.
For hypothesis 4, the researcher used the t-test to examine difference between 
means of high loyal customers and low loyal customers. The null hypothesis is rejected 
when the obtained t value is larger than the critical t value (1.645). We reject the null 
hypothesis and accept research hypothesis when we obtained t values is greater than
1.645.
The fourth research hypothesis is shown below.
H4 High loyal customers spend more on other revenue centers than low loyal customers.
Because this research investigated eight other revenue centers, the fourth research 
hypothesis was re stated as below:
H43 High loyal customers spend more on the buffet than low loyal customers.
H4 b High loyal customers spend more on the Italian Restaurant than low loyal customers. 
H4c High loyal customers spend more on the Mexican Restaurant than low loyal
customers.
H4 d High loyal customers spend more on Steak Restaurant than low loyal customers.
H4e High loyal customers spend more on Gift Shops than low loyal customers.
H4 f: High loyal customers spend more on Coffee Shops than low loyal customers.
H4g High loyal customers spend more on Special Events than low loyal customers.
H4 h High loyal customers spend more on Movie Theaters than low loyal customers.
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Levene’s Test for equality o f variance. There are two ways to estimate the 
standard error o f  the difference among the groups. One o f  them assumes that the 
variances are equal in the two populations from which samples are taken. The other one 
does not. The method to decide which way should be used is Levene’s Test, which can 
test the null hypothesis that the two samples come from populations with the same 
variances. This test is conducted by the researcher, and the results indicate that all o f  the 
variable's significance levels are larger than .05. We carmot reject the null hypothesis that 
the two population variances are equal based on this test. So the t values of equal 
variances are used in this study.
The t-test result o f  hypothesis four was summarized in Table 16. For revenue 
centers such as the Mexican Restaurant, Steak Restaurant, Gift Shops, Movie Theaters, 
this hypothesis carmot be accepted since the t value is smaller than the critical value o f
1.645, and the significance level is higher than 0.05. However, for revenue centers such 
as the Buffet, Italian Restaurant, coffee shops and special events, we can reject the null 
hypothesis that high loyal customers spend the same as low loyal customers on other 
revenue centers.
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Table 16 Differences in Spending on Other Revenue Centers between High Loval and 
Low Levai Customers
Mean Scores
High Loyal Low Loyal d f  t-value Significance
(N=147) (N=103)
Buffet 4.5372 3.6627 2 0 2 2 . 8 6 8 .005*
Italian Restaurant 4.1343 3.1800 115 2.539 .0 1 2 *
Mexican Restaurant 4.0986 3.4615 1 2 1 1.711 .09
Steak Restaurant 4.2973 3.94 1 2 2 0.998 .32
Gift Shops 3.6393 3.0833 95 1 . 2 0 1 .233
Coffee Shops 4.6276 3.8056 172 2.58 .0 1 *
Special Events 4.6462 2.9787 1 1 0 4.556 .0 0 0 *
Movie Theaters 4.4111 3.7826 134 1.575 .118
* The difference is statistically significant at .05 level.
Note: Variables are measured by 7-point scales, where 1 stands for “spend the same” and 
7 stands for “spend more”.
Summary
This chapter presented the findings and results o f  the study. Club members o f 
Company X in Las Vegas who had gambling experience in Company X were chosen as 
the sample o f this study. Among 1,500 deliverable questionnaires, 271 completed and 
returned the questionnaires. The total usable questionnaires for final analysis were 250. 
The demographic profiles showed that the majority o f  the respondents were retired 
female residents.
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All the hypotheses were tested in this chapter. Before testing the hypotheses, 
assumptions violating the analysis were conducted by the researcher to check if  any 
assumption was violated. This analysis indicated that the multiple regression analysis and 
t test are suitable for this study.
Hypothesis testing revealed that both emotion and switching cost positively 
influence loyal gaming behavior. But this study failed to support the hypothesis that 
confidence positively influences loyal gaming behavior. The relationship between the 
proportion o f  visits and confidence is not statistically significant.
This study also supported Hypothesis Four, Indicating that there is a significant 
difference on the spending on other casino revenue centers bePveen high loyal customers 
and low loyal customers.
The closing chapter will interpret the study results, and evaluate the hypothesis 
testing. It will also discuss several management implications.
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CHAPTER 5 
DISCUSSION AND CONCLUSION
This chapter presents the summary, discussion and implications o f the findings of 
the study. It includes the presentation o f  the limitations o f the study and concludes with 
suggestions for future research.
Study Summary
The primary purpose o f this exploratory study is to determine the antecedents and 
consequences o f  loyalty relationships in the gaming industry. A conceptual framework 
for casino customer loyalty was proposed by the researcher. Because o f  the complexity of 
loyalty, and the time limitation o f the researcher, this study mainly investigated the 
relationship between the loyal behavior and its three antecedents; confidence, emotion 
and switching cost. The loyal behavior’s impacts on customer’s spending on other 
revenue centers was also examined. The researcher wanted to find if  there is a significant 
difference in the spending on other revenue centers between the high loyal behavior and 
low loyal behavior. The hypotheses o f  this study are listed below:
H,: confidence positively influences repeat gambling behavior.
H]: emotion positively influences repeat gambling behavior.
72
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H;.; switching cost positively influences repeat gambling behavior.
H4 High loyal customers spend more on other revenue centers than low loyal 
customers.
Local casino customers were taken as the subjects o f  this study. The casinos 
involved in this study were Casino A, Casino B, Casino C and Casino D, the four main 
properties of Company X, Inc., which mainly targets local customers. The sample used 
in this study was randomly chosen from the club member database o f  Company X 
Corporation in Las Vegas. A survey instrument was used to get the customers’ feelings 
toward the experiences in Company X. Two hundred, seventy-one customers returned the 
questionnaire, 250 were usable, which made the usable response rate 16.7%
Multiple regression was employed to test the relationship between the loyal 
behavior and its three antecedents. A series of t-test were used to examine the spending 
on other revenue centers between high and low loyal customers.
The multiple regression analysis results indicated that both emotion and switching 
cost positively influences loyal behavior. This supported Hypothesis Two and Hypothesis 
Three. But the result failed to support Hypothesis One. The relationship between 
confidence and loyal behavior was not statistically significant.
T-test results revealed that the differences in spending on four out o f  eight other 
revenue centers between the high loyal customers and low loyal customers are 
statistically significant. These four other revenue centers are the buffet, Italian 
Restaurant, coffee shops and special events. For the other four revenue centers, the Steak 
Restaurant, Gift shop, Mexican Restaurant, and movie theaters, the differences are not 
statistically significant.
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Implications o f the Findings 
For today’s casino operators, loyalty development should always be the primary 
concern o f the management. The financial benefits o f  customer loyalty often explain why 
one casino is more profitable than its competitors. The benefits from loyal customers 
discussed in Chapter 1 are also proved in this study. For example, o f  all the respondents, 
58.8% did not visit any other casinos in Las Vegas. Company X are their unique choices. 
Considering the attraction o f  hundreds o f  other casino properties in Las Vegas, these 
respondents were extremely loyal. The other example is that this study revealed that high 
loyal customers are spending more on other revenue centers such as buffet, Italian 
Restaurant, coffee shops and special events.
This study showed that emotion positively influences loyal behavior, which 
indicated that, for casino management, creating emotional attachment is an important 
way to create loyalty. Goal relevance and goal congruence have been found by previous 
research the crucial factors creating emotion. Goal-congruent situations will lead to 
positive emotions, and that goal relevance acts as a moderator, causing the emotions to be 
experienced more intensely when the situation is more relevant. Thus knowing 
customers’ goal, which actually means knowing customers’ needs and wants and then 
create customized products and services are the effective way to create loyal customers.
Switching cost is the drive o f  the relationship maintenance. This study foimd that 
switching cost positively influences the loyal behavior. The higher the switching cost, the 
higher the level o f  loyalty. This finding is consistent with the finding that switching costs 
lead to relationship commitment in Hotel Industry (Bowen and Shoemaker, 1998).
Casinos can also increase switching cost to build more loyalty to their products. This can
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be achieved by both developing financial and social ties with customers. It was pointed 
out that establishing switching cost in the form o f  hard assets, or structural bonds, is more 
effective than soft assets or social bonds (Nielson, 1996). So providing buffet coupons, 
cash back etc. are the key issues for casino management in creating loyal customers. 
Because psychological factors also influence the development o f loyalty, specific efforts 
are necessary to make the gaming experience more psychologically attractive.
This study also showed that highly loyal customers spend more on other revenue 
centers. This result is consistent with previous studies that examined the relationship for 
other product classes (Bowen and Shoemaker, 1998). Now many properties in Las Vegas 
intend to increase the revenue from other revenue centers. This means developing loyalty 
can help them accomplish these objectives.
Limitations o f  This Study 
One limitation o f  this study is related to its concentration on local customers. The 
theoretical population o f  this study is the local customers in the Las Vegas metropolitan 
area. For Las Vegas, and any other place providing gaming facilities, local customers are 
only part of the market that casinos target. For example, the majority o f gamblers o f  Las 
Vegas are the over 30 million tourists.
The second limitation o f  this study is that only four properties in Las Vegas were 
examined for customer loyalty development. Casino A, Casino B, Casino C, and Casino 
D, the four main properties in Las Vegas o f  Company X Corporation, were studied in 
this research. Considering the himdreds o f  properties in Las Vegas, this is only a small
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proportion. Also, many other casinos targeting local customers are not included in this
study.
The third limitation o f this study is that there are other factors influencing the 
development o f  customer loyalty. This study was limited to three variables that the 
researcher believes are important for customer loyalty development. The research defined 
10 variables in the Conceptual Framework o f Casino Customer Loyalty Development 
(See Figure 2), which are also recognized as the antecedents o f loyalty development.
Fourth, the population is actually the 8,000 club members o f Company X in Las 
Vegas. These people are known as highly loyal local gamblers, and are good subjects for 
loyalty analysis. But excluding other local Company X customers who are not club 
members, may result in a higher level o f loyalty. The researcher believes the main 
problem associated with this research is that there are many 1 proportion values.
Finally, the sample may not be representative. Because the person who 
cooperated with the researcher in the Marketing Department o f Company X left the 
company after all questionnaires were mailed out, it is impossible for the researcher to 
conduct a non-response bias analysis. And because o f  the same reason, the database o f  
this company was not available for the researcher to compare the club profile with the 
respondents. So the researcher could not know how well the respondents were 
representative o f  the population.
Recommendation for Further Research
( 1 ) This study is limited to Company X in Las Vegas, who target local customers. 
Since different types o f  casinos have their own distinctive characteristics and attraction.
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the results o f  this study cannot be generalized to other types o f casinos. For better 
understanding casino customer loyalty, it would be desirable to expand this study to other 
types of casinos, such as the mega-resorts on the Strip o f  Las Vegas.
(2) Also, future research is needed to validate these findings by employing larger 
samples from other areas, such as including both the club members and non-club 
members.
(3) Future research can take other variables into account to explain why casino 
customers are loyal to a casino. Some o f the possible variables such as satisfaction, risk 
attitude etc., have been discussed in the Conceptual Framework o f  Casino Customer 
Loyalty Development (See Figure 2), which were not investigated in this study.
(4) Future research can also further examine the following issues. First, future 
research can concentrate on what factors improve the customers’ positive emotion 
experiences, thereby increasing the level o f loyalty. Second, what is the efficient and 
effective way for casino management to improve the switching costs, and thereby 
increasing customers’ loyalty.
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Customer Loyalty: A Survey o f Las Vegas Residents
Your Opimbn^^p Cdunt!
Casino Logo Casino Logo Casino Logo Casino Logo
' s e m
MMMIItl»! MMI lUWI
William F. Harrah College o f  Hotel Administration, University o f  Nevada, Las Vegas
Dear Sir or Madam:
I am a graduate student at the University of Nevada, Las Vegas. I am currently 
working on a research paper involving customer loyalty for local casinos. The following 
questionnaire is designed to get your opinions about your experiences of Company X 
(Casino A, Casino B, Casino C, and Casino D). The results o f  this study will help 
Company X serve vou better.
I am sending this survey to only a select group o f  people, therefore, your answers 
are very important to me. It should take no longer than 10 minutes o f your time to 
complete this survey. Although your participation is voluntary, the success o f this study 
depends largely on your participation and a survey that is filled out completely. The 
information that you provide will be analyzed for the purpose o f  researcher’s thesis only. 
You may be assured that the information will be strictly confidential. There are no right 
or wrong answers. I am interested in vour true feelings and encourage you to be 
completely honest in your response to the questions.
If you have any question(s) regarding this study, please feel fi-ee to call me at 
(702) 862-8531 or the research advisor Dr. Seyhmus Baloglu at (702) 895-3720.
Thank you for your assistance.
Sincerely,
Michael Sui Seyhmus Baloglu, Ph.D.
Master’s Candidate Professor o f  Hospitality Marketing
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1 ) How often do you visit casino(s) in Las Vegas? Please use the appropriate scale 
If you visit once a week or more, on average, how many times do you visit per week?
1 2  3 4 5 6 7 8 9 10 or more
If you visit less than once a week, one average, how many times do you visit per month?
Less Than 1 1 2  3 4
Please think for the moment about Company X such as Casino A . Casino B. Casino C  and Casino D.
2) Have you visited one o f the Company X listed above during the last 3 months?
Yes__________ (CONTINUE)
No___________ (Please skip to Section D on page 3 and complete remaining part o f this questionnaire)
A For the remaining o f the questionnaire, please think about a casino of Company X which you are 
loyal to; that is a casino to which you have an affinity and to which you really enjoy going, if  you 
have more than one that fits into this category , please choose the one you visit the most.
1 ) Which Station Casino will you use for the rest o f this questionnaire? Please check only one
______ Casino A
 Casino B
 Casino C
 Casino D
2) Compared to other local casinos, my overall impression o f  this casino is 
About The Same Slightly Better Extremely Better
1 2 3 4 5 6 7
3) How often do you visit this casino in Las Vegas? Please use the appropriate scale
If you visit once a week or more, on average, how many times do you visit this casino per week?
1 2 3  4 5 6 7  8 9  10 or more
If you visit less than once a week, on average, how many times do you visit this casino per month?
Less Than 1 I 2 3 4
4) On average, how many hours do you stay in this casino each time you visit? Please circle only one.
1 2 3 4 5 6 7 8 9 10 or more
5) You visit this casino primarily fo r
□  Monetary gain □  Pleasure/Entertaimnent □  Combination o f  both
6) Which type o f games do you play usually at this casino? Please check all that apply
□  Slot machines □  Video Poker □  Other video games (21, keno, etc.) □  Bingo
□  Black Jack □  Craps □  Pai Gow Poker □  Roulette
□  Race,'Sports Book □  Keno □  Other (please specify_________ )
7) What denomination slot machine do you play the most? Please check only one
□  I am not a slot player □  Nickel □  Quarter DDoUar □  Five Dollar or up
8) On average, how much money do you personally budget on gaming each time you visit this casino?
□  Less than$20 0  5 2 0 -S40 □ $41-5100 0  5101 $225 □  Over$225
9) Which of the following do you spend most o f your gaming budget on? Please check one
□  Slots □  Video Games □  Table Games □  Other (Bingo, Sports Book, Keno, etc.)
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B. Please continue to think about the casino of Company X that you claimed you are loyal to. For 
each of the following statements, please indicate your level of disagreement/agreement by circling 
any number on a I to 7 scale. If vou do not know, circle x under "Do not know” column.
1) If 1 make a request at this casino, no matter how 
trivial that request might be, it gets taken care of.
Strongly
Disagree
1 2 3
Strongly
Agree
4 5 6
Do not 
Know
X
2) The costs in time and effort of changing this casino 
to another one are high for me. 1 2 3 4 5 6 X
3) The communication I receive from this casino 
(letters, promotional material, advertising) is credible. 1 2 3 4 5 6 X
4) UTien the topic of casinos comes up in conversations, 
I would recommend this casino. 1 2 3 4 5 6 X
5) .Although there are other casino alternatives, 
I still like going to this casino. 1 ’ 2 3 4 5 6 X
6) I am satisfied with my decision to visit this casino. 1 2 3 4 5 6 X
7) When an employee at this casino says that they 
will do something, I am sure it will get done. 1 2 3 4 5 6 X
8) The friendliness of the staff in this casino makes me 
feel good. 1 2 3 4 5 6 X
9) 1 am “emotionally attached" to this casino. 1 2 3 4 5 6 X
10) If I ask management or an employee a question, 
I feel they will be truthful to me. 1 2 3 4 5 6 X
11) It would be very inconvenient for me to switch to 
other casinos. 1 2 3 4 5 6 X
12) This casino treats me better than other casinos. 1 2 3 4 5 6 X
13) If I saw an idea that I liked at another casino, 
I would share this idea with this casino's 
management or employees. 1 2 3 4 5 6 X
14) I have a sense of belonging to this casino 1 2 3 4 5 6 X
15) I would allow my name and a positive comment I 
made about this casino to be used in an advertisement. ! 2 3 4 5 6 X
16) 1 am certain the service I receive from this casino 1 2 3 4 5 6 X
17)
will be consistent from visit to visit.
I take pride in telling other people about my 
experiences in this casino. 1 2 3 4 5 6 X
18) Because of my satisfaction with this casino,
I seldom search for other casino alternatives. 1 2 3 4 5 6 X
19) 1 am happy with my decision to visit this casino. 1 2 3 4 5 6 X
20) I tell other people positive things about this casino 1 2 3 4 5 6 X
21) I enjoy visiting this casino 1 2 3 4 5 6 X
22) I am more likely to tell management or employees 
about problems that occur in this casino than 
other casinos. 1 2 3 4 5 6 X
23) I trust the management o f this casino 1 2 3 4 5 6 X
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For the items listed below, please indicate, compared to o ther casinos, if you spend the same 
amount or more at the property  of Company X that you claimed you are loyal to.
1) Buffet
Spend the same
2 3 4
Spend more 
5 6 7
Do not 
use
X
Service not 
available 
n/a
2) Italian restaurant 2 3 4 5 6 7 X n a
3) Mexican restaurant 2 3 4 5 6 7 X n/a
4 ) Steak restaurant 2 3 4 5 6 7 X n/a
5) Gift shops 2 3 4 5 6 7 X n/a
6) Coffee shops 2 3 4 5 6 7 X n/a
7) Special events 2 3 4 5 6 7 X n/a
8) Movie theaters 2 3 4 5 6 7 X a'a
9) Other (specify) 2 3 4 5 6 7 X n,a
D. The following questions a re  for comparing your answers w ith others.
1 ) Age (please check ONE): 25 or below 
2 6 - 3 4  
3 5 - 4 4  
4 5 - 5 4  
55 or above
2) Gender {please check ONE): Male
Female
3) Education {please check ONE): High school or less 
Vocational/technical school 
Some College 
College degree 
Graduate degree
4) M arital Status {please check ONE): 
Never married 
Now married 
Living together 
D i vorced/ widowed/separated
5 ) What is your approximate annual household income before taxes? Please check ONE 
Less than 525,000
525.000 to 540.000
540.001 to 555.000
555.001 to 570,000
570.001 or more
6) What category below best represents your most recent occupation? Please check ONE. 
Homemaker Skilled/Technical
Professional Self Employed/Business Owner
Executive/Administrator Student
M iddle Management Retired
Sales/Marketing Other (please specify)__________________
Clerical Service
Any O ther Comments:
Thank you very much fo r  your HELP and COOPERA TION
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Normality o f Dependent Variable Analysis
Histogram o f Dependent Variable
160
PROPORTI
Sid Dev = 25 
M ean = .82
N = 250.00
This histogram indicates that the distribution o f the dependent variable is not
normal.
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Residual Normality Analysis
Normal P-P Plot o f  Regression Standardized Residual
T 0 0
Ex
pe
c t e
Cu so
Pr
Ob
25
0 00
0 00 50 TÔ1
Observed Cum Prob
This P-P plot o f  regression standardized residual indicates that the 
distribution o f  the residual is almost normal.
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Independence Analysis
S ca tte rp lo t of D ep en d en t V ariable
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Regression Studentized Residual
This Scatter plot shows that the residuals are randomly scattered around a 
horizontal line through 0.
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